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EXPOSURE DRAFT 
OMNIBUS PROPOSAL OF 
PROFESSIONAL ETHICS DIVISION 
INTERPRETATIONS AND RULINGS 
• PROPOSED REVISION OF RULING NO. 3 UNDER RULE 101: Member as 
Signer or Cosigner of Checks Involvement in Disbursing Client Funds • PROPOSED 
REVISION OF RULING NO. 31 UNDER RULE 101: Financial Interest in a 
Performance of Services for Common Interest Realty Associations (CIRAs), Including 
Cooperatives, Condominium Associations, Planned Unit Developments, Homeowners 
Associations, and Timeshare Developments , or Other Common Interest Realty 
Association • PROPOSED DELETION OF RULING NO. 58 UNDER RULE 101: 
Member as Lessor • PROPOSED REVISION OF RULING NO. 91 UNDER RULE 
101: Member Leasing Property To or From a Client • PROPOSED DELETION OF 
RULING NO. 33 UNDERRULE 101: Member as Participant in Employee Benefit Plan 
D PROPOSED DELETION OF RULING NO. 61 UNDER RULE 101: Participation 
of Member's Spouse in Client's Stock Ownership Plans (Including an ESOP) • 
PROPOSED RULING UNDER RULE 101: Participation in Health and Welfare Plan 
of Client D PROPOSED RULING UNDER RULE 101: Participation of Member or 
Spouse in Retirement, Savings, or Similar Plan Sponsored by or That Invests in Client 
D PROPOSED RULING UNDER RULE 101: Member as Beneficiary of a Will or 
Trust 
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This exposure draft contains nine proposals for review and comment by the AICPA's membership 
and other interested parties regarding pronouncements to be adopted by the Professional Ethics 
Executive Committee. The text of and an explanatory preface to each pronouncement are included 
in this exposure draft. 
A summary does not accompany this exposure draft because of the diversity of material included. 
Instead, the type of information a summary would contain is included in the "Explanation" preceding 
each proposal. 
After the exposure period is concluded and the comments have been evaluated by the Professional 
Ethics Executive Committee, the committee may decide to publish one or more of the proposed 
pronouncements. Once published, the pronouncements become effective on the last day of the month 
in which they are published in the Journal of Accountancy, except as otherwise stated in the 
pronouncements. 
Your comments are an important part of the standard-setting process. Please take this opportunity 
to comment. Responses must be received at the AICPA by December 15, 1997. All written replies 
to this exposure draft will become part of the public record of the AICPA and will be available for 
inspection at the office of the AICPA after January 31, 1998, for a period of one year. 
All comments received will be considered by the Professional Ethics Executive Committee at an open 
meeting. Once scheduled, notice of the meeting will be published in the CPA Letter and on the 
Institute's website at http://www.aicpa.org/members/div/ethics/index.htm 
Please send comments to Herbert A. Finkston, Director, AICPA Professional Ethics Division, 
Harborside Financial Center, 201 Plaza Three, Jersey City, NJ 07311-3881. 
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Frank J. Pearlman 
Chair 
AICPA Professional Ethics 
Executive Committee 
Herbert A. Finkston 
Director 
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[Explanation] 
The Professional Ethics Executive Committee proposes to affirm its longstanding position that the 
independence of a member disbursing client funds will be considered impaired. The proposed 
revision of the ethics ruling enunciating that position reflects the fact that the disbursement of 
client funds may be accomplished by technological means, in addition to manual signing of checks. 
PROPOSED REVISION OF RULING NO. 3 
UNDER RULE 101 
[ Text Proposed Revision of Ruling No. 3]' 
Member as Signer or Cosigner of Checks 
Involvement in Disbursing Client Funds 
Question—A member or member 's firm (member) has been requested agreed to accept the 
responsibility in emergency situations of signing or cosigning checks with a designated employee 
of a client for disbursing funds for or on behalf of a client. This responsibility could involve one 
or more of the following activities: 
• Signing or cosigning checks either manually or by using a signature stamp or laser 
signature 
• Initiating or approving electronic fund transfers 
• Preparing checks that are pre-signed by the client 
• Maintaining control over client signature stamp or laser signature 
Would the member's independence of the member be considered to be impaired under these 
circumstances? 
Answer—Yes. The member's independence would be considered to be impaired if the member at 
any time accepts the responsibility or performs any of the above-mentioned activities. 
Independence of the member would be considered to be impaired since such activities are 
management functions. 
Strikethrough denotes proposed deletions to current text. Proposed new language is in 
italic. 
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[Explanation] 
The Professional Ethics Executive Committee proposes a revision of its ruling regarding a 
member's independence with respect to a common interest realty association (CIRA) when the 
member owns real estate in which the CIRA provides services similar to those provided by a 
municipality. While recognizing a similarity, the proposed ruling provides conditions that should 
be met to maintain independence. 
PROPOSED REVISION OF RULING NO. 31 
UNDER RULE 101 
[Text of Current Ruling No. 31 Proposed for Revision] 
Financial Interest in a Cooperative, Condominium Association, 
Planned Unit Development, Homeowners Association, 
Timeshare Development, or 
Other Common Interest Realty Association 
Question—Would the independence of a member or his or her firm be considered impaired with 
respect to an engagement to perform services for a cooperative, condominium association, 
planned unit development, homeowners association, timeshare development, or other common 
interest realty association if the member or the member's firm owned a unit in such an entity? 
Answer—Independence of the member and his or her firm would be considered to be impaired 
under the circumstances, pursuant to rule 101 [ET section 101.01] and its interpretations, because 
the member or the member's firm's ownership of a unit would be a direct financial interest in the 
cooperative, condominium association, planned unit development, homeowners association, 
timeshare development, or other common interest realty association. 
[Text of Proposed Revision of Ruling No. 31] 
Performance of Services for Common Interest Realty 
Associations (CIRAs), Including Cooperatives, Condominium 
Associations, Planned Unit Developments, 
Homeowners Associations, and Timeshare Developments 
Question—A member or member's firm is associated with or is a member of a common interest 
realty association (CIRA) as the result of the ownership or lease of real estate. Would the 
independence of the member or member's firm be considered to be impaired with respect to the 
CIRA? 
Answer—Yes, except independence would not be considered to be impaired with respect to the 
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CIRA if all of the following conditions are met: 
a. The CIRA performs functions similar to local governments, such as public safety, road 
maintenance, and utilities. 
b. The member or member's firm's annual assessment is not material to either the member or 
member's firm or the CIRA's operating budgeted assessments. 
c. The liquidation of the CIRA or the sale of common assets would not result in a 
distribution to the member or member's firm. 
d. Creditors of the CIRA would not have recourse to the member or member's firm if the 
CIRA became insolvent. 
e. The member or member's firm does not act or appear to act in any capacity equivalent to 
a member of management or as an employee for the CIRA, including membership on the 
board of directors or committees (excluding advisory committees as defined in ethics 
ruling no. 72 [ET section 191.144-145]). 
If the member or member's firm has a relationship with a real estate developer or management 
company that is associated with the CIRA, see Interpretation 102-2 [ET section 102.03] for 
guidance. 
7 
[Explanation] 
The Professional Ethics Executive Committee proposes the combination of two current rulings 
with differing conclusions into one ruling, providing for consistency in the application of the 
independence standards to a member with leasing arrangements to or from a client. The proposed 
revision of ruling no. 91 includes the additional requirement that the member be in compliance 
with the terms of an operating lease in order to be considered independent. 
PROPOSED DELETION OF RULING NO. 58 
UNDER RULE 101 
[Text of Ruling No. 58 Proposed for Deletion] 
Member as Lessor 
Question—A member owns a building and leases a portion of the space to a client. Would the 
independence of the member be impaired with respect to the client lessee? 
Answer—Leasing property to a client results in an indirect financial interest in that client. 
Therefore, a member's independence would be considered to be impaired if the indirect financial 
interest in a client is material to the member. 
PROPOSED REVISION OF RULING NO. 91 
UNDER RULE 101 
[Text of Proposed Revision of Ruling No. 91]* 
Member Leasing Property To or From a Client 
Question—A member or member 's firm (member) is leasing property to or from a client. Would 
such a transaction constitute an impairment of the independence of the member be impaired with 
respect to the client? 
Answer--Independence would not be considered to be impaired for a leasing transaction if, at the 
time the transaction is entered into, it if the lease meets the criteria of an operating lease (as 
defined in Financial Accounting Standards Board Statement of Financial Accounting Standards 
No. 13, paragraph 6.a.ii [AC L10.102]) if made under normal leasing procedures, terms, and 
requirements. The , the terms and conditions set forth in the lease agreement should be are 
Strikethrough denotes proposed deletions to current text. Proposed new language is in 
italic. 
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comparable with other leases of a similar nature, and all amounts are paid in accordance with the 
terms of the lease. 
Independence would be considered to be impaired for a leasing transaction if, at the time the 
transaction is entered into, it if the lease meets the criteria of a capital lease (as defined in FASB 
Statement No. 13, paragraph 6.1.i [AC L10.102]) unless the lease is in compliance with 
Interpretations 101-1A.4 [ET section 101.02] and 101-5 [ET section 101.07], because the lease 
would be considered to be a loan to or from the client. 
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[Explanation] 
The Professional Ethics Executive Committee is proposing the deletion of ethics ruling nos. 33 
and 61 under rule 101 and the adoption of two new ethics rulings to combine the text of the 
deleted rulings and address both the member's and his or her spouse's participation in employee 
benefit plans. The two new rulings conclude that a member's independence is impaired with 
respect to a benefit plan, its sponsor, and any client of the member that the plan invests in, if the 
member participates in the plan. However, the rulings provide for certain exceptions when the 
member's participation in the plan is the direct result of the employment of the member's spouse, 
or when the member's spouse is a plan participant because of his or her employment. These 
exceptions are conditioned upon employment permitted under rule 101, its interpretations, and its 
rulings. 
The proposed rulings would be issued as two consecutive rulings, one addressing participation in 
retirement, savings, or similar plans and the other addressing participation in health and welfare 
plans. 
PROPOSED DELETION OF RULING NOS. 33 AND 61 
UNDER RULE 101 
[Text of Ruling No. 33 Proposed for Deletion] 
Member as Participant in Employee Benefit Plan 
Question—A member accepts the opportunity to participate in an employee benefit plan. Would 
the independence of the member be considered to be impaired with respect to the employee 
benefit plan or the sponsor of the plan? 
Answer—Independence of the member would be considered to be impaired with respect to the 
plan and the sponsor. 
[Text of Ruling No. 61 Proposed for Deletion] 
Participation of Member's Spouse in Client's Stock 
Ownership Plans (Including an ESOP) 
Question—The spouse of a member is employed by a client of the member in a position that 
would not, in itself, impair independence. The spouse participates in the client's employee stock 
ownership plan. Would the spouse's participation in the stock ownership plan impair the 
member's independence? 
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Answer—Until the right of possession with respect to the shares exists, the interest in the plan is 
deemed to be an indirect financial interest in the client, ascribed to the member; accordingly, until 
such right exists independence will not be impaired unless the indirect financial interest is material 
to the member's net worth. 
PROPOSED RULING UNDER RULE 101 
Participation in Health and Welfare Plan of Client 
[Text of Proposed Ruling Under Rule 10 1] 
Question—A member participates in or receives benefits from a health and welfare plan (the 
"Plan") sponsored by a client. Would the independence of the member or member's firm be 
considered to be impaired with respect to the client sponsor and the Plan? 
Answer--Participation of the member in a Plan sponsored by a client would impair the 
independence of the member or member's firm with respect to the client sponsor and the Plan. 
However, if the member's participation in the Plan or benefits received thereunder arises as the 
result of the employment of the member's spouse or cohabitant in accordance with Interpretation 
101-9 [ET section 101.11], independence would not be impaired provided that the Plan is 
normally offered to all employees in equivalent employment positions. 
PROPOSED RULING UNDER RULE 101 
Participation of Member or Spouse in Retirement, 
Savings, or Similar Plan Sponsored by or That Invests in Client 
[Text of Proposed Ruling Under Rule 101] 
Question—A member participates in a retirement, savings, or similar plan ("Benefit Plan") that is 
either sponsored by a client ("Sponsor Client") or invests in the Sponsor Client or in another client 
of the member ("Other Client"). Would the independence of the member or member's firm be 
considered to be impaired with respect to the Sponsor Client, the Other Client, and the Benefit 
Plan? 
Answer—Participation of the member in a Benefit Plan that is sponsored by a client or that invests 
in a client would impair independence with respect to the Sponsor Client, the Other Client, and 
the Benefit Plan. However, if the member's participation in the Benefit Plan arises as the result of 
the employment of the member's spouse or cohabitant in accordance with Interpretation 101-9 
[ET section 101.11], independence would not be impaired if all of the following conditions are 
met: 
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a. The Benefit Plan is normally offered to all employees in equivalent employment positions. 
b. If the Benefit Plan provides for an investment option by the spouse, the investment option 
selected by the spouse is not in the Sponsor Client or the Other Client. 
c. If no other investment option is available (also see ruling no. 35 [ET section 191.069-
.070]), either the right of possession by the spouse with respect to any investment in the 
Sponsor Client or the Other Client does not yet exist, or if the right of possession does 
exist, (i) the investment is promptly withdrawn and disposed of or (ii) the spouse would 
incur a penalty (e.g., early withdrawal penalty taxes) upon withdrawal of such investment. 
d. The spouse's investment through the Benefit Plan in the Sponsor Client or the Other 
Client, which is considered an indirect financial interest, is not material to the member's net 
worth. 
12 
[Explanation] 
The Professional Ethics Executive Committee is proposing an ethics ruling under rule 101 that 
will provide guidance to members in determining independence in situations where the member 
is named a beneficiary in a will or trust that grants a future interest in the debt or equity of a 
client. 
Being named as a beneficiary in a will or trust without the immediate right of possession of 
income or corpus (e.g., beneficiary is subject to change) merely results in the possibility that 
the member will derive a future economic benefit. Because of this uncertainty, the committee 
concluded that a member's being named in a will or trust does not result in an independence 
impairment. However, if the beneficiary designation cannot be changed, an independence 
impairment results if the transfer or distribution of assets to the member will be material to the 
member's net worth. The committee further believes it important for the member to consult 
ET section 102.03, Conflicts of Interest, for guidance, cautioning the member to consider 
whether an actual or perceived conflict of interest results from the member's beneficiary 
relationship. 
The proposed ruling could and would permit a situation in which a member named as a 
beneficiary in a will or trust that is subject to modification of the terms would be considered 
independent of a client, even if the possible future interest in the client is material to his or her 
net worth. In response to this proposal, the committee asks members to specifically consider 
this issue and provide feedback for the committee's deliberations. 
PROPOSED RULING UNDER RULE 101 
[Text of Proposed Ruling Under Rule 707] 
Member as Beneficiary of a Will or Trust 
Question—A member has knowledge that he or she has been named as a beneficiary of a will or a 
trust created by a party other than the member. The member also has knowledge that under the 
terms of the will or trust, either a debt or equity interest in a client ("Interest") will be transferred, 
or cash or other assets will be distributed, to the member based on the value of such Interest at 
some future date. Would the member be considered to be independent with respect to the client? 
Answer—Being named as a beneficiary in a will or trust, without the immediate right of possession 
of income or corpus, does not in and of itself create a financial interest in a client that would 
impair independence. However, once the right of possession exists, the member is considered to 
have a direct financial interest and independence is impaired. Until such right exists, being named 
a beneficiary creates an indirect financial interest if the beneficiary designation cannot be modified. 
Independence would be considered impaired if the indirect financial interest is material to the 
member's net worth. 
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Because of the complex nature of the rights of beneficiaries, the member should also consider 
whether the existence of a beneficiary relationship affects the member's objectivity under rule 102 
[ET Section 102.03]. 
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